861TH CONGRESS t HOUSE OF REPRESENTATIVES {|} Report 
1st Session No. 444 
<<< — ee 


CONSIDERATION OF S. 1120 
June 8, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. THorNBERRY, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 289] 


The Committee on Rules, having had under consideration House 
Resolution 289, report the same to the House with the recommendation 
that the resolution do pass. O 
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86TH CONGRESS t HOUSE OF REPRESENTATIVES REPorT 


Ist Session No. 445 
a 


AMENDING SECTIONS 503 AND 504 OF THE FEDERAL 
AVIATION ACT OF 1958 TO FACILITATE FINANCING OF 
CERTAIN AIRCRAFT ENGINES AND PROPELLERS 





June 8, 1959.—Committed to the Committee of the Whole. House on the state 
of the Union and ordered to be printed 


Mr. Wrtu1aMs, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany 8. 1368] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1368) to amend sections 503 and 504 of the Federal 
Aviation Act of 1958 to facilitate financing of new jet and turbopro 
aircraft, having considered the same, report favorably thereon wit 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert the following: 


That paragraph (2) of section 503(a) of the Federal Aviation Act of 1958 is 
amended to read as follows: 

“(2) Any lease, and any mortgage, equipment trust, contract of conditional 
sale, or other instrument executed for security purposes, which lease or other 
instrument affects the title to, or any interest in, any specifically identified air- 
craft engine or engines of seven hundred and fifty or more rated takeoff horse- 
power for each such engine or the equivalent of such horsepower, or any specifi- 
cally identified aircraft propeller capable of absorbing seven hundred and fifty or 
more rated takeoff shaft horsepower, and also any assignment or amendment 
thereof or supplement thereto;’’. 

Sec. 2. Section 504 of the Federal Aviation Act of 1958 is amended to read 
as follows: 

“LIMITATION OF SecurIty Owners LIABILITY 


“Sec. 504. No person having a security interest in, or security title to, any 
civil aircraft, aircraft engine, or propeller under a contract of conditional sale, 
equipment trust, chattel or corporate mortgage, or other instrument of similar 
nature, and no lessor of any such aircraft, aircraft engine, or propeller under a 
bona fide lease of thirty days or more, shall be liable by reason of such interest 
or title, or by reason of his interest as lessor or owner of the aircraft, aircraft 
engine, or propeller so leased, for any injury to or death of persons, or damage 
to or loss of property, on the surface of the earth (whether on land or water) 
caused by such aircraft, aircraft engine, or propeller, or by the ascent, descent, 
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or flight of such aircraft, aircraft engine, or propeller or by the dropping or falling 
of an object therefrom, unless such aircraft, aircraft engine, or propeller is in the 
actual possession or control of such person at the time of such injury, death 
damage, or loss.” : 

Sec. 3. The proviso contained in section 503(d) of the Federal Aviation Act of 
1958 is amended to read as follows: ‘‘Provided, That an instrument recorded under 
section 503(a)(2) shall not be affected as to the engine or engines, or propeller or 
propellers, specifically identified therein, by any instrument theretofore or there- 
after recorded pursuant to section 503(a)(3).” 

Sec. 4. Paragraph (1) of section 503(f) of the Federal Aviation Act of 1958 ig 
amended to read as follows: 

“(1) the identifying description of the aircraft, aircraft engine, or propeller, or 
in the case of an instrument referred to in section 503(a) (3), the location or loca- 
tions specified therein; and’’. 

Amend the title so as to read: 


An Act to amend sections 503 and 504 of the Federal Aviation Act of 1958 to 
facilitate financing of certain aircraft engines and propellers. 


COMMITTEE SUBSTITUTE 


The amendment in the nature of a substitute proposed by the com- 
mittee is technical in nature. No substantive change is made in the 
legislation as passed by the Senate. The substitute is intended to 
make the proposed amendments conform to the style and form of the 
Federal Aviation Act of 1958. 

The amendment to the title is merely a clarifying amendment so as 
to express more clearly the specific purpose of the bill. 


PURPOSE OF LEGISLATION 


The purpose of this legislation is to facilitate the leasing or separate 
financing of propellers and aircraft engines needed to modernize the 
Nation’s civil aircraft fleet. 

In the Civil Aeronautics Act of 1938 provision was made for record- 
ing mortgages on complete aircraft. This provision, which covered 
airframes, engines, and propellers as complete units, at the time was 
considered adequate protection for holders of security interests. But, 
as the air transportation industry developed and expanded, inde- 
pendent financing of identifiable engines, as distinguished from 
identifiable airplanes, became necessary. Accordingly, in 1948 the 
Civil Aeronautics Act of 1938 was amended to provide for recording 
mortgages against individual engines and stores of spare parts. 

The mortgage recordation provisions of the Civil Aeronautics Act of 
1938 were carried over into the Federal Aviation Act of 1958 for the 
protection of security holders. 


NEED FOR THIS LEGISLATION 


This legislation would amend the Federal Aviation Act of 1958 so as 
to permit the recording of security interests in specific aircraft pro- 
pellers, as well as aircraft engines. Propellers for modern transport- 
type aircraft are complex and expensive, sometimes costing as much as 
$25,000 each, and usually are readily interchangeable from one engine 
to another. 

Present law permits the recording of security interests in specified 
aircraft engines and propellers when in a designated location under a 
so-called basket mortgage, but no provision is made to record a security 
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interest in a propeller except as part of a complete aircraft or under a 
basket mortgage. Because of the interchangeability of modern-type 

ropellers, this is not satisfactory to prospective suppliers of equipment 
and hinders air carriers in efforts to modernize their fleets. It is 
logical that the protection afforded by existing law to security owners 
of aircraft should be extended to include those having a separate 
security interest in propellers. 

It is estimated that the transition from piston to jet-powered air- 
craft now being made by the national civil air transportation industry 
will cost approximately $4 billion by 1962. To complete this spectacu- 
lar expansion, about $1.4 billion in new capital willbe needed. Of this 
a substantial amount has not been arranged for. Raising this new 
capital presents serious difficulties, contaulery to the smaller airlines, 
many of which may have to resort to leasing, conditional purchases, 
equipment mortgaging, and like arrangements, not only of complete 
aircraft but of aircraft engines and propellers. 


LIABILITY PROVISIONS 


The 1948 amendments to the Civil Aeronautics Act of 1938 included 
a provision to exempt persons whose sole interest therein is a security 
interest from liability arising out of the operations of civil aircraft. 

S. 1368 would extend this exemption by amending section 504 of the 
Federal Aviation Act of 1958 to give holders of security interests in 
installed aircraft engines and propellers the same protection against 
liability arising out of the operation of such equipment as is now 
provided by that section to holders of security interests in-complete 
aircraft. 

As presently written, the effect of section 504 is to relieve any person 
having a security interest in an aircraft under a contract of conditional 
sale, equipment trust, mortgage, or similar instrument, or any person 
who is the lessor of an aircraft under a bona fide lease of 30 days or 
more, from any liability he might have by reason of such interest for 
injury or damage on the ground caused by the operation of the air- 
craft, unless such aircraft is in his actual possession or control. Unless 
section 504 is amended to extend to persons holding security interests 
in aircraft engines and propellers the same limitation of liability now 
extended to those holding similar interests in aircraft, the former 
cannot be assured of exemption from liability for damage on the sur- 
face of the earth caused by the operation of the aircraft in which the 
aircraft engine or propeller is installed. 

The committee was informed that since those interested in leasing 
or separately financing aircraft engines and propellers interpret the 
so-called absolute liability laws enacted by various States as applying 
to them, they are unwilling to enter into such arrangements unless the 
law is amended to provide them the same protection now afforded 
holders of security interest in aircraft. 

It is emphasized that this bill is not intended to exempt anyone 
from any liability associated with the ownership or control of the 
specified engines and propellers, except in a case where a person, firm, 
or corporation is sought to be held liable solely because said person, 
tm, or corporation is asserting interest in or title to the said engines 
and propellers only for the purpose of securing payment of indebted- 
hess to said person, firm, or corporation. It is contemplated that a 
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person, firm, or corporation may deliver over said engines and pro. 
pellers under a conditional sale contract, and equipment trust, chattel 
or other type of mortgage, or other security instrument of similar 
nature, and may, in one or more types of such agreements, retain title 
to the said engines or propellers for the purpose of securing payment 
of the value thereof to the seller. This bill is limited solely to the 
exemption of said security holder from liability solely because of the 
relationship as security holder. 


ADDITIONAL COST TO FEDERAL AVIATION AGENCY 


Enactment of this legislation would mean a slight increase in the 
workload of the Federal Aviation Agency, as pointed out in a letter 
from that Agency included hereafter in this report. 

During fiscal year 1957, the Civil Aeronautics Administration 
(predecessor of the Federal Aviation Agency) processed 2,675 con- 
veyances affecting specifically identified aircraft engines of 750 or 
more rated takeoff power, and 2,159 in fiscal year 1958. A fee is 
charged for this service. The FAA estimates that enactment of the 
proposed amendment affecting propellers will mean an increase in 
expenditures of between $13,000 and $15,000 a year. 

The committee recommends that the Federal Aviation Agency 
establish a schedule of fees adequate to meet the additional costs 
resulting from the enactment of this legislation and to make the 
entire recordation service self-supporting. No additional legislation 
is necessary to accomplish this. 


SECTION-BY-SECTION SUMMARY 


The following is a section-by-section summary of the substitute 
amendment reported by the committee. The provisions of existing 
law referred to are contained in the Federal Aviation Act of 1958. 

The first section of the substitute amendment amends section 
503(a)(2) of existing law to provide for the central recording of secur- 
ity interests in specifically identified aircraft propellers. As presently 
written, this section applies only to complete aircraft and aircraft 
engines. 

It should be noted that under section 503(a)(3) of existing law, 
propellers and other separate items of equipment may be subject to 
a so-called basket mortgage—but only so long as they remain in one 
definitely located stockpile. This section therefore does not provide 
sufficient protection to the holder of a security interest in a specific 
propeller. 

Section 2 of the substitute amendment amends section 504 of exist- 
ing law to exempt security owners of both aircraft engines and propel- 
lers from liability without fault for injury or damage to persons or 
property on the surface of the earth which might be caused by these 
mstruments. This provision currently applies only in favor of those 
holding a security title or other security interest in aircraft. 

In 1948, section 504 was added to the original Civil Aeronautics 
Act of 1938 (62 Stat. 470) to overcome the possible adverse effect on 
security owners of various State statutes making an aircraft owner or 
operator absolutely liable for any damage caused on the ground by 
the aircraft. Its purpose was to assure that liability under such laws 
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would not attach to the holder of a security interest solely by virtue 
of that interest. This section was reenacted as section 504 of exist- 
ing law. It should be stressed that this section of existing law does 
not relieve a security titleholder from lability for injury or damage 
caused as a result of his negligence, for example, as a manufacturer 
of faulty equipment or as a lessor of equipment negligently maintained 
before hs telus. 

Sections 3 and 4 of the substitute amendment contain technical 
amendments to subsections (d) and (b) of section 503 of existing law 
in order to bring all of the provisions of that section into conformity 
with the substantive changes in subsection (a) of that section made 
by the first section of the committee substitute. 

Section 3 of the committee substitute amends the proviso contained 
in section 503(d) of existing law so as to include specifically identified 

ropellers. ‘This amendment has the effect of extending to security 
interests in specifically identified propellers recorded under section 
503(a)(2) of existing law (as amended by this legislation) the same 
priority over security interests recorded under the so-called “basket 
mortgage” provisions of section 503(a)(3) of existing law as now ex- 
tended by that proviso to security interests in specifically identified 
aircraft engines. 

Section 4 of the substitute amendment amends section 503(f)(1) of 
existing law so as to require the indexing of conveyances of specifically 
identified propellers in the same manner as conveyances relating to 
identified aircraft and aircraft engines are now required to be indexed 
by the Administrator of the Federal Aviation Agency. 


AGENCY RECOMMENDATIONS 


Agency reports submitted on S. 1368 and on H.R. 4049, a companion 
bill introduced by Hon. John Bell Williams, chairman of the Subcom- 
mittee on Transportation and Aeronautics, all were favorable. 
Agency reports considered by the committee follow: 


EXeEcuTIVE OFFICE OF THE PRESIDENT, 
BurEAvU OF THE BupDGET, 
Washington, D.C., May 13, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuarirMan: This is in reply to your letters of March 
4and May 1, 1959, requesting the views of the Bureau of the Budget on 
H.R. 5072, a bill to amend sections 503(a)(2) and 504 of the Federal 
Aviation Act of 1958 to facilitate financing of new jet and turboprop 
pesth, and S. 1368, a similar bill, as amended and passed by the 

enate. 

These bills would bring specified engines and propellers within the 
recordation provisions of title V of the Federal Aviation Act and 
relieve lenders and lessors of liability, resulting solely by reason of 
their interest as lenders or lessors, for damages caused by this equip- 
ment, except when damages occur while such equipment is in the actual 
possession of such persons. 

We agree with the Department of Commerce, Civil Aeronautics 
Board, and the FAA that the proposed legislation should facilitate 
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financing expensive engine and propeller equipment required by new. 
type aircraft. Of the two bills, we would favor S. 1368, as amended, 
in accordance with the recommendations of the FAA, and passed by 
the Senate. 


Sincerely yours, 
Puiturp S. Huaeues, 
Assistant Director for Legislative Reference, 





Civit Arronavtics Boarp, 
Washington, May 11, 1959, 


Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Dear Mr. CuarrmMan: This is in response to your request for the 
views of the Board in regard to S. 1368, an act to amend sections 
503 and 504 of the Federal Aviation Act of 1958 to facilitate financing 
of new jet and turboprop aircraft. 

S. 1368 proposes amendments to the Federal Aviation Act which 
are designed to facilitate the financing of new aircraft equipment, 
Inasmuch as these proposals are of primary concern to the Adminis- 
trator of the Federal Aviation Agency who is responsible for adminis- 
tering the recording provisions of title V, our comments are general 
in nature. 

The first section of the act would amend paragraph (2) of sub- 
section 503(a) of the Federal Aviation Act, to provide for the recording 
by the Administrator of the Federal Aviation Agency of specifically 
identified aircraft propellers of prescribed capacity. The second 
section of the bill proposes an amendment to section 504 of the act 
relating to limitations on security owners’ liability. The third and 
fourth sections are technical amendments which merely add references 
to propellers in appropriate places in the act, and require no comment. 

The Federal Aviation Act presently authorizes the recording of 
liens on aircraft as well as the recording of liens on aircraft engines of 

rescribed horsepower and spare parts located at specified places. 

hese provisions facilitate the financing and acquisition of aircraft, 
engines, and spare parts. The act does not, however, authorize the 
separate recording of liens for aircraft propellers. 

While there has been no apparent need for the separate financing 
of propellers in the past, the cost of propellers at the present time 
is such that it would seem desirable to expand the provisions of the 
act to provide for their separate financing. The Board therefore 
endorses the proposed amendment to section 503(a) of the act to 
authorize the separate recording of liens for aircraft propellers. 

With respect to the amendment of section 504, it should be noted 
that the act presently contains provisions designed to relieve persons 
having a security interest in aircraft and certain lessors of aircraft, 
from liability solely by reason of such status or interest, for injury 
or death of persons, or damage to property, on the surface caused by 
the aircraft. The amendment proposed by S. 1368 would broaden or 
clarify these provisions by expressly making them applicable to persons 
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} 


Coe oa Soest ec a. 


ao 


“Hw mMe@ermedcwoo ss. _— cf aS OO ee 


Oo b"f -- ©} 


ao af Mees -f @ 


—_— 
= 





| 
| 
| 
| 


RT AR RRR eee 


a apres 


FACILITATE FINANCING OF CERTAIN AIRCRAFT ENGINES 7 


on the basis that it would facilitate the financing of engines and propel- 
lers supports the proposal. 

The purpose of the Board in supporting the proposed legislation 
is to permit air carriers and other purchasers of civil aircraft broad 
discretion to finance acquisition of aircraft engines and propellers 
under whatever terms and conditions may be most appropriate at the 
time. In this connection it should be noted that the Board does not, 
by ppdoraing these amendments, necessarily endorse the leasing ar- 
rangements by particular air carriers of new aircraft engines and pro- 

ellers as the best method of financing. However, the Board does 
Seve that unnecessary legal impediments to leasing arrangements or 
to the utilization of other financial devices whereby air carriers may 
obtain new equipment, should be removed. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
James R. Durresz, Chairman. 





Tue SecrETARY OF COMMERCE, 
Washington, D.C., April 28, 1959. 
Hon. Oren Harnris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This is in reply to your letter of March 4, 
1959, requesting the views of the Department on H.R. 5072, a bill 
to amend sections 503(a)(2) and 504 of the Federal Aviation Act of 
1958 to facilitate financing of new jet and turboprop aircraft, 

This bill has two purposes. It would amend section 503(a)(2) of 
the Federal Aviation Act of 1958, expanding the present responsibility 
of the Administrator of the Federal Aviation Agency for establishing 
and maintaining a system of recording of “any lease, and any mort- 
gage, equipment trust, contract of conditional sale, or other instru- 
ment executed for security purposes, which lease or other instrument 
affects the title to, or any interest in, any specifically identified aircraft 
engine or engines of 750 or more rated takeoff horsepower for each 
such engine or the equivalent of such horsepower, and also any assign- 
ment or amendment thereof or supplement thereto;” so as to include 
“specifically identified aircraft propellers’ capable of absorbing 750 
or more rated takeoff shaft horsepower in the present coverage of 
that section of the act. The bill would also amend section 504 of the 
act, concerning limitation of liability on the part of owners or security 
holders so as to add ‘‘engine, or propeller” to the present coverage 
of “aircraft”’ alone. 

The Department believes that the changes in the act resulting from 
enactment of H.R. 5072 would be beneficial to civil aviation. Addi- 
tion of the category of propellers specified in section 1 of the proposed 
bill constitutes an important increase in the legal conveyance record- 
ing authority of the Federal Aviation Agency. The bill recognizes 
the fact that such propellers are substantial factors in aircraft opera- 
tions, as well as being valuable items of aircraft equipment whose 
lease, sale or mortgage warrants notice to the Agency. 
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Section 2 of H.R. 5072, which adds “engine, or propeller” to 
“civil aircraft” in section 504 of the act in defining the fim tations of 
seller, lessor, or mortgagor liability for damages by such aircraft or 
components, also appears to be a worthwhile amendment to the present 
act. It recognizes the practical difficulties faced by sellers, lessors, or 
mortgagors of aircraft, engines, or propellers in undertaking to avoid 
circumstances and events which might lead to liability suits from 
buyers, lessees, mortgagees, or third parties from alleged damages 
caused by aircraft, engines, or propellers not in the actual possession 
or control of seller, lessor, or mortgagor. 

The provisions of H.R. 5072 are of particular interest to civil 
aviation at this time. Airlines are undergoing a major program of 
shifting from piston-engine to jet-powered aircraft. This program 
will require a large-scale shifting of aircraft and components from one 
owner or operator to another. In the course of these activities it is 
important that the Federal Aviation Agency have all necessary 
authority required for orderly and adequate recording of changes in 
title or interest in civil aircraft under its jurisdiction. The increased 
number of shifts in title or financial interest in U.S.-flag aircraft 
occasioned by fleet changeovers from piston-engine to jet aircraft also 
makes it essential that statutes relating to liability for damages by 
aircraft or aircraft engine or propellers be as equitable as possible, 
Attention to such equity is especially important in view of the prob- 
ability that in order to make way for jet aircraft in our fleets, many 
of our piston-propelled aircraft may be leased or sold to foreign 
owners beyond practical jurisdiction of U.S. safety regulations. 

The Department recommends enactment of H.R. 5072. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MvueELuer, 
Under Secretary of Commerce. 





DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATToRNEY GENERAL, 
Washington, D.C., June 1, 1959. 
Hon. Oren Harais, 
Chairman, Committee on Interstate and Foreign Commerce 
House of Representatives, Washington, D.C. 

Dear Mr. CuarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (S. 1368) to 
amend sections 503 and 504 of the Federal Aviation Act of 1958 to 
facilitate financing of new jet and turboprop aircraft. 

Section 503(a)(2) of the Federal Aviation Act of 1958 (49 U.S.C. 
1403 (a) (2)) requires the Administrator of the Federal Aviation Agency 
to establish and maintain a system for the recording of any lease, and 
any mortgage, equipment trust, contract or conditional sale or other 
instrument executed for security purposes and which affects title to 
or any interest in aircraft engines of a stated horsepower. The bill 
would amend section 503(a)(2) by broadening its coverage to include 
the recording of such security instruments which affect interests in 
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any specifically identified aircraft propeller capable of absorbing a 
stated horsepower. 

Section 504 of the Federal Aviation Act of 1958 (49 U.S.C. 1404) 
provides that no person having a security interest in, or security title 
to, any civil aircraft under a contract of conditional sale, equipment 
trust or other instrument of similar nature, and no lessor of any such 
aircraft under a lease of 30 days or more, shall be liable by reason of 
such interest or title for any injury, death, or damage to or loss of 
property caused by such aircraft unless the aircraft is in the actual 
possession or control of such person at the time of the injury, death or 
damage to or loss of property. The bill would amend section 504 of 
the act so as to extend the immunity provisions of the section with 
respect to any “engine of propeller” as well as “civil aircraft.” 

Under certain provisions of the Uniform Aeronautics Act, now in 
force in many States, the owner of an aircraft is absolutely liable 
(that is, he is liable without reference to whether he was in control of 
the aircraft at the time of the accident or was negligent in any way 
under general common law tort principles) for damages caused by the 
ascent, descent, or flight of the aircraft, or the dropping or falling of 
any object therefrom. The purpose of section 504 is to anticipate 
the possibility that this provision of the Uniform Aeronautics Act 
might be construed so as to impose tort liability upon a person who, 
at the time of the accident was the record owner of the aircraft even 
though he held title only as security under a conditional sale con- 
tract, mortgage, equipment trust, or similar instrument. 

The subject of this legislation is not a matter for which the Depart- 
ment of Justice has primary responsibility and accordingly we make 
no recommendation as to the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
Lawrence E. Wats, 
Deputy Attorney General. 





Frprrat Aviation AGENCY, 
Washington, D.C., May 21, 1989. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarirman: This is in reply to your letter of May 4, 1959, 
for a report on S. 1368, an act to amend sections 503 and 504 of the 
Federal Aviation Act of 1958 to facilitate financing of new jet and 
turboprop aircraft. 

The purpose of this act is to bring within the provisions of title V 
of the Federal Aviation Act of 1958 those aircraft propellers which 
are specifically identified and which are capable of absorbing 750 or 
more rated takeoff shaft horsepower. 

The current provisions of title V of the Federal Aviation Act provide 
for the recordation of security interests in aircraft.and specifically 
identified engines, whether or not affixed to a specific aircraft. It 
also provides for the recordation of security interests in aircraft en- 
gines, propellers, appliances, and spare parts, when such aircraft 
engines, propellers, appliances, or spare parts are maintained by 
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certificated air carriers at a designated location or locations. This 
latter type of security document is commonly called a basket mortgage, 

The existing law does not grant coverage to specifically identified 
propellers except when they are affixed to an aircraft which is covered 
by a security document recorded as provided in title V, or when the 
are covered by a so-called basket mortgage. Propellers installed jp 
transport category aircraft of the type now in air carrier usage are 
extremely complex and very expensive. This act would permit 
recordation of security documents relating to all propellers capable 
of absorbing 750 or more rated takeoff shaft horsepower whether or 
not they are affixed to an aircraft or in a basket-mortgage status. It 
would thus ensure greater protection to the holder ot the security 
interest, and would facilitate the financing of aircraft. 

The Federal Aviation Agency notes with approval that section 3 
and section 4 were added to S. 1368 before its passage. The Federal 
Aviation Act of 1958 recognized that situations could arise where 
specifically identified engine covered by a mortgage to one creditor 
when brought into a specifically described location could also be 
subject to a mortgage by another creditor. 

In order to avoid this conflict and to provide suitable priority of 
such mortgages, section 503(d) was added to the act. It provided 
that a basket mortgage shall not be effective as to any engine brought 
to the location described in such mortgage if the engine is in fact sub- 
ject to a security document recorded under the provisions of section 
503(a)(2). Section 3 of S. 1368 provides the same protection for 
propellers by amending section 503(d) of the Federal Aviation Act 
to include them as well as engines. 

The Federal Aviation Agency endorses S. 1368 as passed by the 
Senate on April 29, 1959. However, it must be pointed out to the 
Congress that its adoption will impose an additional workload on the 
Agency, and will require it to increase the amounts of money expended 
in providing services under title V of the Federal Aviation Act. 
During the fiscal year 1957, the Civil Aeronautics Administration 

rocessed 2,675 conveyances affecting title to, or interest in, specifically 
identified engines of 750 or more rated takeoff horsepower. In the 
fiscal year 1958, 2,159 such conveyances were processed. 

As indicated by the figures just given, it can be anticipated that 
the number of security documents affecting title to specifically identi- 
fied propellers presented for recordation would also be sizable. In 
order to handle this additional work, the Agency would have to 
increase by at least three the present complement of personnel assigned 
to the recordation of conveyances. The increase in expenditures 
involved is estimated at this time to be between $13,000 and $15,000 
per annum. 

The Bureau of the Budget has indicated that it interposes no objec- 
tion to the submission of this report to your committee. 

Sincerely yours, 
JAMES T. PYLE 
(Acting for E. R. Quesada, Administrator). 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
assed by the Senate, are shown as follows (existing law proposed 
to be omitted in enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 


Sections 503 aNp 504 or tHe Feperat Aviation Act or 1958 (72 
Stat. 772; 49 U.S.C. 1403, 1404) 


REcoRDATION oF ArRcRAFT OWNERSHIP 
ESTABLISHMENT OF RECORDING SYSTEM 


Sec. 503. (a) The Administrator shall establish and maintain a 
system for the recording of each and all of the following: 

(1) Any conveyance which affects the title to, or any interest 
in, any civil aircraft of the United States; 

(2) Any lease, and any mortgage, equipment trust, contract 
of conditional sale, or other instrument executed for security 
purposes, which lease or other instrument affects the title to, or 
any interest in, any specifically identified aircraft engine or 
engines of seven hundred and fifty or more rated [take-off] 
takeoff horsepower for each such engine or the equivalent of such 
horsepower, or any specifically identified aircraft propeller capable 
of absorbing seven hundred and fifty or more rated takeoff shaft 
horsepower, and also any assignment or amendment thereof or 
supplement thereto; 

(3) Any lease, and any mortgage, equipment trust, contract 
of conditional sale, or other instrument executed for security 
purposes, which lease or other instrument affects the title to, or 
any interest in, any aircraft engines, propellers, or appliances 
maintained by or on behalf of an air carrier certificated under 
section 604(b) of this Act for installation or use in aircraft, air- 
craft engines, or propellers, or any spare parts maintained by 
or on behalf of such an air carrier, which instrument need only 
describe generally by types the engines, propellers, appliances, 
and spare parts covered thereby and designate the location or 
locations thereof; and also any assignment or amendment 
thereof or supplement thereto. 


RECORDING OF RELEASES 


(b) The Administrator shall also record under the system provided 
for in subsection (a) of this section any release, cancellation, dis- 
charge, or satisfaction relating to any conveyance or other instrument 
recorded under said system. 
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CONVEYANCES TO BE RECORDED 


} 
(c) No conveyance or instrument the recording of which is provided 
for by section 503 (a) shall be valid in respect of such aircraft, air. | 
craft engine or engines, propellers, appliances, or spare parts against 
any person other than the person by whom the conveyance or other | 
instrument is made or given, his heir or devisee, or any person having 
actual notice thereof, until such conveyance or other instrument jg | 
filed for recordation in the office of the Administrator: Provided, That | 
previous recording of any conveyance or instrument with the Ad. | 
ministrator of the Civil Aeronautics Administration under the pro. 
visions of the Civil Aeronautics Act of 1938 shall have the same 
force and effect as though recorded as provided herein; and convey. 
ances, the recording of which is provided for by section 503(a)(1) 
made on or before August 21, 1938, and instruments, the recording of 
which is provided for by sections 503(a)(2) and 503(a)(3) made on 
or before June 19, 1948, shall not be subject to the provisions of this 
subsection. 
EFFECT OF RECORDING 


(d) Each conveyance or other instrument recorded by means of or | 
under the system provided for in subsection (a) or (b) of this section | 
shall from the time of its filing for recordation be valid as to all per. | 
sons without further or other recordation, except that an instrument 
recorded pursuant to section 503(a)(3) shall be effective only with | 
respect to those of such items which may from time to time be situated 
at the designated location or locations and only while so situated: 
Provided, That an instrument recorded under section 503(a)(2) shall 
not be affected as to the engine or engines, or propeller or propellers 
specifically identified therein, by any instrument theretofore or there | 
after recorded pursuant to section 503(a) (3). 


FORM OF CONVEYANCES 


(e) No conveyance or other instrument shall be recorded unless it 
shall have been acknowledged before a notary public or other officer 
authorized by the law of the United States, or of a State, Territory, or 
possession thereof, or the District of Columbia, to take acknowledge 
ment of deeds. 

INDEX OF CONVEYANCES 


(f) The Administrator shall keep a record of the time and date of 
the filing of conveyances and other instruments with him and of the 
time and date of recordation thereof. He shall record conveyances 
and other instruments filed with him in the order of their reception, in 
files to be kept for that purpose, and indexed according to— 

(1) the identifying description of the [aircraft or aircraft 
engine, J aircraft, aircraft engine, or propeller, or in the case of an 
instrument referred to in section 503(a)(3), the location or 
locations specified therein; and 

(2) the names of the parties to the conveyance or other 
instrument, 
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REGULATIONS 


(g) The Administrator is authorized to provide by regulation for 
the endorsement upon certificates of registration, or aircraft certifi- 
eates, of information with respect to the ownership of the aircraft for 
which each certificate is issued, the recording of discharges and satis- 
factions of recorded instruments, and other transactions affecting title 
to or interest in aircraft, aircraft engines, propellers, appliances, or 
parts, and for such other records, proceedings, and details as may be 
necessary to facilitate the determination of the rights of parties dealing 
with civil aircraft of the United States, aircraft-engines, propellers, 
appliances, or parts. 


PREVIOUSLY UNRECORDED OWNERSHIP 


(h) The person applying for the issuance or renewal of an air- 
worthiness certificate for an aircraft with respect to which there has 
been no recordation of ownership as provided in this section shall 
present with his application such information with respect to the 
ownership of the aircraft as the Administrator shall deem necessary 
to show the persons who are holders of property interests in such 
aircraft and the nature and extent of such interests. 


LIMITATION OF SEcurRITY Owners LIABILITY 


Src. 504. No person having a security interest in, or security title to, 
any civil aircraft, engine or propeller under a contract of conditional 
sale, equipment trust, chattel or corporate mortgage, or other instru- 
ment of similar nature, and no lessor of any such aircraft, engine or 

ropeller under a bona fide lease of thirty days or more, shall be liable 

y reason of such interest or title[,] or by reason of his interest as 
lessor or owner of the aircraft, engine or propeller so leased, for any 
injury to or death of persons, or damage to or loss of property, on the 
surface of the earth (whether on land or water) caused by such aircraft, 
engine or propeller, or by the ascent, descent, or flight of such aircraft, 
engine or propeller or by the dropping or falling of an object therefrom, 
unless such aircraft, engine or propeller is in the actual possession or 
control of such person at the time of such injury, death, damage, or 


loss. 
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CONSENTING TO EXTENSION AND RENEWAL OF 
INTERSTATE COMPACT TO CONSERVE OIL AND GAS 


Junz 8, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Harris, from the Committee on Interstate and Foreign Com- 
merce submitted the following 


REPORT 


[To accompany H.J. Res. 280] 


The committee on Interstate and Foreign Commerce, to whom was 
referred the joint resolution (H.J. Res. 280) consenting to an interstate 
compact to conserve oil and gas, having considered the same, report 
favorably thereon with an amendment and recommend that the 
joint resolution as amended do pass. 

The amendment is as follows: 

Page 16, after line 18, add a new section 3 as follows: 


Src. 3. The right to alter, amend, or repeal the provisions 
of the first section of this joint resolution is hereby expressly 
reserved. 


The purpose of the proposed legislation is to give the consent of the 
Congress to the extension and renewal for a period of 4 years of the 
interstate compact to conserve oil and gas, which was entered into 
originally in 1935 by the States of Oklahoma, Texas, New Mexico, 
Illinois, Colorado, and Kansas. The Congress first gave consent to 
such compact by House Joint Resolution 407, approved August 27, 
1935 (Public Res. 64, 74th Cong.). 

Since 1935 the compact has been renewed and extended six times 
with the consent of the Congress and, unless again renewed, will 
expire on September 1, 1959. 

When the compact was originally consented to by the Congress in 
1935, it was hoped that the several oil-producing States, acting to- 
gether under the compact, would be able to effect conservation of this 
important natural resource, prevent its waste, and give aid to the 
alge industry in its effort to achieve a relatively stable situation. 

uring the 24 years that this compact has been in force, that hope 
has been fulfilled in substantial and ever-increasing degree. 

34006 
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A compact such as the one under consideration is in complete 
harmony with the spirit of our form of government. It preseryeg 
the rights of each separate State while enabling the several Stateg 
as parties to the compact, to work together on a sound program which 
all of them accept and endorse. 

The compact involves no use of police power, except as each par. 
ticipating State may choose to exercise police power within its owp 
jurisdiction in furtherance of the general purpose to promote the 
maximum ultimate recovery from the petroleum reserves of said 
State. The compact imposes no prohibitions which the participating 
States do not voluntarily accept. ‘The compact does enable the sig. 
natory States to achieve the general purpose of conservation by meang 
of cooperative and coordinated action, beyond the capacity of inde. 
pendent action. 

This compact, in article V, expressly states that nothing in it 
authorizes the signatory States to limit the production of oil or gag 
for the purpose of stabilizing or fixing the price thereof, to create or 
perpetuate monopoly, or to promote regimentation. Section 2 of the 
resolution consenting to the renewal in 1955, provided that the 
Attorney General shall report to the Congress whether the activities 
of the States under the compact have been consistent with the purpose 
set out in article V. The Attorney General has made three such 
reports to date. The same language is contained in section 2 of the 
present resolution. 

The agreement to extend and renew this compact for a period of 4 
years from September 1, 1959, to September 1, 1963, has been duly 
executed by the representatives of Alabama, Alaska, Arizona, Arkan- 
sas, Colorado, Florida, Illinois, Indiana, Kansas, Kentucky, Louisiana, 
Michigan, Mississippi, Montana, Nebraska, Nevada, New Mexico, 
New York, North Dakota, Ohio, Oklahoma, Pennsylvania, South 
Dakota, Tennessee, Texas, Utah, Washington, West Virginia, and 
Wyoming. It will be noted that the attested signatures of the Gov- 
ernors of Alaska, Illinois, and Kansas do not appear in the joint resolu- 
tion. The committee has been informed that the Governors of Alaska 
and Kansas have executed the agreement since the resolution was 
introduced and that the enabling legislation is being enacted by the 
Illinois Legislature to become effective on July 1, 1959, and that the 
Governor proposes then to execute the agreement. 

As will be seen from letters, printed hereafter in this report, this 
proposed extension of the compact has the approval of the Depart- 
ments of Interior, State, and Defense, the Bureau of the Budget, and 
the Federal Power Commission. No agency of the Government ex 
pressed opposition to the proposed extension. 

The committee amendment adding a section 3 to the resolution 
merely repeats the usual reservation of the right to alter, amend, or 
repeal the compact which was contained in the first seven resolutions 
consenting to and the renewal of, the compact. Inadvertently, this 
provision was omitted from the renewal legislation in 1955. 

In view of the obvious justification for extending the interstate com- 
pact to conserve oil and gas for a further period of 4 years, the com. 
mittee recommends favorable consideration of this joint resolution. 
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Attached herewith are the reports of the agencies: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 4, 1959. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of 
Representatives, Washington, D.C. 

Dear Mr. Harris: This responds to your request for the views 
of this Department on House Joint Resolution 280, consenting to an 
interstate compact to conserve oil and gas. 

We recommend the enactment of House Joint Resolution 280. 

This joint resolution would extend the life’of the interstate com- 
act to conserve oil and gas for a period of 4 years from September 
1, 1959. The compact has been extended from time to time with 
the present expiration date of September 1, 1959. 

Since formation on February 16, 1935, when 6 States were mem- 
bers, the membership has grown to 31 States in 1958. The compact 
has been the leader in the spreading of sound conservation practices 
throughout most of the oil and gas producing States of this country. 
It has provided a forum at which State officials, representatives of 
regulatory bodies, representatives of the oil and gas industry, and 
representatives from such Federal Government agencies as the De- 

artment of Defense, the Department of Interior, and the Federal 
ower Commission, could discuss conservation problems of common 
interest with the view toward improving and standardizing conserva- 
tion practices throughout the country. It has been very successful 
in this effort. 

Its influence extends beyond the borders of this country and its 
guidance and counsel have been sought by oil producing provinces in 
Canada, by Mexico, Colombia, and Venezuela. ‘The Canadian Prov- 
inces of Alberta and Saskatchewan have made full use of the experi- 
ence and advice they have been able to obtain from the Compact 
Commission. Alberta, Saskatchewan, and the countries of Vene- 
zuela and Colombia regularly send observers to meetings of the Inter- 
state Oil Compact Commission. 

The Compact Commission has its headquarters in the State Capitol, 
Oklahoma City, Okla. This office regularly publishes digests of con- 
servation rules, regulations and practices, and special volumes on 
various aspects of conservation. It has been particularly helpful in 
its work on secondary recovery of oil, not only in the techniques but 
also promoting the establishment of effective conservation rules within 
the States. 

Because of the outstanding service this compact renders to oil and 
gas conservation and the need for continuing improvement in con- 
servation throughout all oil producing States, further extension of the 
compact by favorable congressional action is definitely in the national 
interest. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Evmer F. Bennett, 
Acting Secretary of the Interior. 
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DEPARTMENT OF STATE, 
Washington, May 7, 1959, 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. Harris: Reference is made to your letters of February 
9 and March 9, 1959, requesting a report on H.R. 3167 and House 
Joint Resolution 280. Both bills concern the interstate compact to 
conserve oil and gas. 

The Department of State has no objection to the passage of the 
joint resolution, which represents the eighth extension of legislation 
enacted originally in 1935. 

The version currently in force is Public Law 185, 84th Congress, 
which was introduced as House Joint Resolution 143 and Senate Joint 
resolution 38. On March 1, 1955, the Department wrote that it had 
no objection to the enactment of these joint resolutions. It knows 
of no occurrence since that time that alters the situation and, conse- 
quently, does not recommend the enactment of H.R. 3167, a bill to 
repeal the present law. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wixtiuram B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State), 





GENERAL CouUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D.C., May 4, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. CrarrMan: I refer to your letter of March 9, 1959, 
requesting a report by the Department of Defense on House Joint 
Resolution 280, 86th Congress, a resolution consenting to an interstate 
compact to conserve oil and gas. 

The subject joint resolution has as its purpose the extension and 
renewal for a period of 4 years from September 1, 1959, of the interstate 
compact to conserve oil and gas. 

Since oil and gas are essential to national security, conservation of 
these resources by the prevention of waste should be supported. 
Accordingly, the Department of Defense favors enactment of House 
Joint Resolution 280. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to the Congress. 

Sincerely yours, 
Rosert DEcHERT, 
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EXEcuTIVE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGET, 
Washington, D.C., May 4, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. Harnis: This will acknowledge your letters of Feb- 
ruary 9, and March 9, 1959, inviting the Bureau of the Budget to 
comment on H.R. 3167, a bill to repeal the joint resolution entitled 
“Joint resolution consenting to an interstate compact to conserve oil 
and gas” and House Joint Resolution 280, a bill consenting to an 
interstate compact to conserve oil and gas. 

‘Statutes on which the interstate compact to conserve oil and gas 
has been based have been in force since 1935. The law has been 
extended by the Congress eight times, the last time for a period of 
4 years ending September 1, 1959. House Joint Resolution 280 
would extend the compact for an additional 4 years, while H.R. 3167 
would repeal the present law and make the interstate compact 
ineffective. 

The Bureau of the Budget would have no objection to the enact- 
ment of House Joint Resolution 280, and recommends that H.R. 3167 
not be enacted. 

Sincerely yours, 
Puiture S. Huaues, 
Assistant Director for Legislative Reference. 





FrEpERAL Power Commission, 
Washington, May 1, 1959. 


House Joint Resolution 280—86th Congress, 1st session, ‘“Consenting 
to an interstate compact to conserve oil and gas.” 

Hon. Oren Harris, 

Chairman, Committee on Interstate and Foreign Commerce, 

House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: In response to your request of March 9, 
1959, there are enclosed copies of the report of the Federal Power 
commission on the subject bill. 

Sincerely yours, 
JEROME K. KuyKENDALL, Chairman. 

Enclosure No. 98517. 


FEDERAL POWER COMMISSION REPORT ON HOUSE JOINT RESOLUTION 
280, 865TH CONGRESS, A JOINT RESOLUTION CONSENTING TO AN INTER- 
STATE COMPACT TO CONSERVE OIL AND GAS 


House Joint Resolution 280 would grant the consent of Congress 
to the extension and renewal for a period of four years from Septem- 
ber 1, 1959, of the Interstate Compact to Conserve Oil and Gas. 
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The interstate compact to conserve oil and gas was originally ap. 
proved by Congress in 1935. Extensions and renewals of the compaet 
have been granted by Congress, with the current 4-year extension 
period running to September 1, 1959. The Interstate Oil Compaet 
Commission, composed of re presentativ es of the member States, was 
created by the compact and has continuously functioned under that 
authority. 

It is the Commission’s view that the interstate compact to conserve 
oil and gas, which has as its purpose the conservation of irreplaceable 
natural resources and the prevention of waste, is in harmony with the 
spirit of our Federal form of government. The compact enables the 
signatory States to work together on a volunts ary basis to cs ury outa 
sound conservation program and thereby accomplish desirable ends 
which might otherwise remain unfulfilled, while at the same time 
preserving the rights and responsibilities of each of the separate 
States. 

Section 11(b) of the Natural Gas Act [52 Stat. 827; 15 U.S.C, 
717j(b)] requires the Federal Power Commission ‘‘to assemble and 
keep current pertinent information relative to the effect and operation 
of any compact between two or more States heretofore or hereafter 
approved by the Congress, to make such information public, and to 
report to the Congress from time to time, the information so obtained, 
together with such recommendations as may appear to be appropriate 
or necessary to promote the purposes of such compact.” In accord- 
ance with this provision of the Gas Act, the Federal Power Commission 
has maintained a continuing interest in the Interstate Oil Compact 
Commission. For many years the Power Commission has been repre- 
sented at the meetings of the Oil Compact Commission, and has 
thereby been kept informed of the work of that organization. In 
this connection it should be noted that the Power Commission’s 
annual reports to Congress describe the functioning of the Interstate 
Oil Compact Commission and our relationship to the work of that 
body. At one of the two meetings of the Compact Commission held 
during the 1958 fiscal year a panel of two members of the Federal 
Power Commission and two of its senior staff members discussed the 
conservation activities of the States with respect to natural gas con- 
servation as related to the responsibilities of the Federal Power 
Commission under the Natural Gas Act. (See FPC Thirty-eighth 
Annual Report (1958), p. 63.) 

The Federal Power Commission has consistently given its support 
to the Oil Compact Commission when the extension of the latter’s 
basic authority has been before the Congress. The Compact Com- 
mission’s activities are of vital interest to the Federal Power Com- 
mission because of their effect on matters relating to the administra- 
tion of the Natural Gas Act. Continued cooperation between the 
Power Commission and the compact organization will tend to effec- 
tuate the declared purpose of the compact agreement and is of utmost 
importance to the conservation of the fuel supply of the Nation. 
We therefore believe that the Compact Commission’s program should 
be continued and fully supported. 

For the reasons stated above the Federal Power Commission favors 
adoption of the joint resolution. 

FrepERAL Powrer CommMISssION. 
By Jerome K. Kuykenpbatu, Chairman. 
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DEPARTMENT OF JUSTICE, 
Washington, D.C., May 13, 1959. 
Hon. Oren HAraris, 
Chairman, Committee on Interstate and Foreign Commerce, House of 
Representatives, Washington, D.C. 

Dear Mr. CuHairMan: This is in response to your request for the 
views of the Department of Justice concerning the joint resolution 
(H.J. Res. 280) consenting to an extension and renewal of the inter- 
state compact to conserve oil and gas. 

The interstate compact to conserve oil and gas, to which 29 States 
are now signatory, is intended to foster action by the oil-producing 
States to conserve irreplaceable domestic resources of oil and gas by 
ending waste incident to production. It was originally executed in 
1935, and has been since extended periodically. Concern that its 

rovisions might be used to further anticompetitive practice in the 

industry led at the time of the 1955 extension to amendment of the 
consenting resolution to require the Attorney General to report 
annually on the activities of the States under the compact in this 
respect. 

The joint resolution would provide the consent of Congress, nec- 
essary under the Constitution (art. 1, sec. 7) to the extension of this 
Interstate Compact for a period of 4 years. The present period of 
the compact expires September 1, 1959. The second section of the 
measure would continue for the further period of 4 years, the present 
requirement that the Attorney General report annually to the Congress 
on anticompetitive aspects of activities related to the compact. 

The subject of this legislation is not a matter for which the Depart- 
ment of Justice has primary responsibility, and we prefer to make no 
recommendation as to the adoption of the resolution. 

The Department of Justice has filed annual reports under the present 
compact and has uncovered no basis on which to conclude that the 
compact affects competition in the oil industry. It is believed that 
further reports would serve no useful purpose. ‘This is especially true 
since the periodic necessity of publishing detailed views as to the com- 
petitive functioning of this industry necessarily entails risk of prej- 
udicing pending antitrust enforcement litigation seeking adjudication 
as to the same or closely related antitrust questions. Further, the 
effectiveness of these reports has been reduced by the failure to au- 
thorize this Department to compel the production of information on 
which to base them. Pending antitrust litigation, involving most of 
the larger units in this industry, narrows severely the area in which 
those companies are willing to furnish information voluntarily. 

Finally, it is observed that as a practical matter any questions of 
real competitive concern could not be directly related to the operation 
of this compact in its present form. All State and Federal actions in 
the field of conservation depend for legal validity upon bases wholly 
independent of the compact. No action, Federal or State, limiting 
oil supply is carried out at the direction of the Commission or pursuant 
to common policies established by it. 

It is noted that the resolution does not contain the usual provision 
reserving the right to alter, amend, or repeal the legislation giving 
such consent (see 65 Stat. 205). It is suggested that the measure be 
amended to include such a provision. 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report, | 
Sincerely yours, 
Lawrence E. Watsa, 
Deputy Attorney General. 
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SCHOOL SUPPORT ACT OF 1959 


Jone 8, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Barpen, from the Committee on Education and Labor, sub- 
mitted the following 


REPORT 


[To accompany H.R. 22] 


The Committee on Education and Labor, to whom was referred 
the bill (H.R. 22) to provide financial assistance for the support of 
public schools by appropriating funds to the States to be used for 
constructing school facilities and for teachers’ salaries, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
substitute agreed upon by the committee which appears in the re- 
ported bill in italic type. 


EXPLANATION OF AMENDMENT 


The committee amendment retains most of the features of H.R. 22 
as originally introduced. Two major differences between the com- 
mittee amendment and the bill as introduced are (1) that the com- 
mittee amendment provides for a program of 4 years’ duration whereas 
the bill as introduced provided for a permanent program, and (2) the 
committee amendment authorizes the appropriation for each year of 
the program of an amount equal to the product of the school-age 
population of all the States times $25, whereas the bill as introduced 
authorized the appropriation of an amount equal to the product of 
the school-age population of all the States times (A) $25, for the first 
year; (B) $50, for the second year; (C) $75, for the third year; and 
(D) $100, for the fourth year and each year thereafter. During the 
lifetime of H.R. 22, as amended, the grant program will total an 
estimated $4.5 billion. As originally introduced, the grant program 
would have totaled, during the first 4 years, an estimated $11.5 billion. 
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2 SCHOOL SUPPORT ACT OF 1959 


BACKGROUND OF LEGISLATION 


The educational finance problem in our Nation has been a concern 
2 a on Education and labor since the end of World 

ar IT. 

The interest and concern on the part of Congress was reflected by 
the enactment of Public Laws 815 and 874 in the 81st Congress, 
These laws were designed to assist local school districts to meet their 
education financing problem insofar as that problem was aggravated 
by the loss of State and local tax revenue as a result of Federal pro- 
grams and activities in or near the local school districts. From time 
to time these two laws have been amended and their duration has been 
extended. During the 2d session of the 85th Congress, this com- 
mittee, in reporting legislation to extend their duration, recognized the 
continuing and permanent responsibility of the Federal Government 
to provide financial assistance in the construction and operation of 
schools in areas affected by Federal activities. 

Therefore, Public Laws 815 and 874, of the 81st Congress, were 
made permanent legislation by the 85th Congress during its 2d session, 

Subcommittees of this committee conducted extensive investigations 
into the shortage of classrooms during both the 82d and 83d Con- 
gresses. In each instance, Federal participation in the financing of 
locally controlled education was recommended. 

On February 8, 1955, and again on January 28, 1957, the President 
sent messages to Congress recommending that the Congress enact 
legislation authorizing the Federal Government to assist, to a limited 
degree, in the financing of school construction. 

During the 84th Congress, following extensive hearings, the Com- 
mittee on Education and Labor reported H.R. 7535 to the House of 
Representatives. It was defeated on July 5, 1956, by a vote of 224 
to 194. 

Again in the 1st session of the 85th Congress, following extensive 
hearings by the Subcommittee on General Education, a bill, H.R. 1, 
was reported to the House of Representatives by the Committee on 
Education and Labor. It was defeated on July 25, 1957, by a vote 
of 206 to 203. Both of these bills were limited to granting Federal 
assistance for the construction of school facilities. 

During 1956, in the 2d session of the 85th Congress, the Subcom- 
mittee on General Education again conducted hearings, this time 
having before it various bills limited to granting Federal assistance 
for the construction of school facilities, as well as H.R. 10763, a fore- 
runner of H.R. 22, and other bills wider in scope than school con- 
struction alone. 

Meanwhile this committee was drafting legislation which eventually 
became the National Defense Education Act of 1958 (Public Law 
85-864). This legislation provided some assistance to public elemen- 
tary and secondary education on a somewhat limited basis. 


86TH CONGRESS 


At the beginning of the 1st session of the 86th Congress there were 
introduced a number of bills authorizing Federal assistance to the 
States for educational purposes. These were referred to the Com- 
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mittee on Education and Labor. Many bills followed the same school 
construction pattern adopted in legislation approved during the 84th 
and 85th Congresses. Others charted new paths, such as H.R. 22 
and about 30 identical bills which provided for both school construc- 
tion and teachers’ salaries. 

The Department of Health, Education, and Welfare submitted a 
pill authorizing the Federal Government to pay one-half of the debt 
service on debt obligations issued to raise revenues for the construction 
of school facilities by hard-pressed local school districts whose citizens 
were making a reasonable tax effort. 

Beginning on February 5, 1959, hearings were conducted by the 
Subcommittee on Genera Education, consisting of the following mem- 
bers: Hon. Cleveland M. Bailey, chairman; Hon. Frank Thompson, 
Jr., Hon. Stewart L. Udall, Hon. John Brademas, Hon. Peter Freling- 
huysen, Jr., and Hon. John A. Lafore, Jr. The subcommittee sat 
in open session 14 days, concluding its hearings on March 13, 1959. 

There was considerable testimony indicating that States and school 
districts are making great sacrifices in order to construct adequate 
school facilities and to employ the necessary number of qualified 
teachers and pay them a salary commensurate with the salaries paid 
to other persons with comparable education, experience, and 
responsibility. 

he committee was impressed by the fact that in spite of this 
tremendous effort at State and local levels, the Nation’s schools were 
short 140,500 classrooms at the beginning of the 1958 fall term, and 
the school systems were employing 92,300 full-time teachers with sub- 
standard qualifications. 

The committee was also impressed by projections indicating further 
substantial increases in school enrollment, as well as an apparent 
leveling off in the rate of construction of new school facilities. 

H.R. 22, as amended, is the result of this testimony and informa- 
tion. Itis designed to provide a method whereby the Federal Govern- 
ment can join with the States and school districts in meeting the 
critical shortage of classrooms and qualified teachers. 

It is the aim and intention of the committee that there be no Federal 
interference in the direction of the Nation’s educational systems. 
Assurance against Federal interference in schools is contained in 
section 11 of the bill and procedures for making payments to State 
education agencies have been simplified. Moreover, H.R. 22, as 
amended, states that once Federal funds reach the State level they 
are thereafter deemed to be State funds. 

The bill, H.R. 22, as amended, sets forth only broad guidelines to 
be followed by the State in distributing funds to school districts, and 
requires of each State education agency only that it certify that funds 
granted for school construction under section 5 and funds granted for 
teachers’ salaries under section 6 will be expended for those purposes 
and at the end of each year certify to the Commissioner of Education 
that the funds received have been distributed and expended within 
the State in accordance with the provisions of the act. 

The committee is willing to trust the integrity of State educational 
agencies and local school boards in utilizing and distributing funds 
under the act to achieve the best results, 
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PAYMENTS TO STATES 


H.R. 22, as amended, contains only 12 sections. Section 3 author. 
izes an appropriation of $25 times the school-age population of all the 
States (i.e., the population between the ages of 5 and 17, both jp. 
clusive) for each of 4 fiscal years, beginning with fiscal year 1969, 
The Commissioner of Education is directed to pay each State not 
more than an amount equal to $25 times the irae of its school-age 
population during the first 2 years of the program. Funds appro. 
priated remain available until expended. j State which fails to 
qualify and therefore fails to receive its annual allotment has 2 years 
in which to qualify and receive it. Any allotment remaining unpaid 
after 2 years shall be reallotted and paid to the remaining States. 

During the third and fourth years of the program the allotment to 
which each State is eligible may be modified where the State falls 
below the national average as indicated by the school effort index 
contained in section 8 of the bill. The total amount of such reduc. 
tions in State allotments is to be reallotted proportionately amo 
the other States which are above the cptienat average of the schoo 
effort index. 
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ALLOTMENT TO STATES 


The allotments to the States under the bill, as amended, without 
considering the effect of the effort index, are shown in the following 
table: 

Estimated allotments to individual States under H.R. 22, as amended, for school 


years 1959-60, 1960-61, 1961-62, and 1962-63, based on projections of each 
State’s school-age population (5-17 years) for these years ' 




















States 1959-60 allot- 1960-61 allot- 1961-62 allot- 1962-63 allot- 

ments ments * ments ments 
Continental United States....... $1, 085, 000, 000 | $1, 121, 550,000 | $1, 150,300,000 | $1, 186, 475, 000 
22, 275, 000 22, 475, 000 22, 475, 000 22, 525, 000 
1, 350, 000 1, 500, 000 1, 650, 000 1, 775, 000 
7, 975, 000 8, 475, 000 8, 950, 000 , 500, 000 
11, 675, 000 11, 575, 000 11, 300, 000 11, 050, 000 
87, 800, 000 92, 800, 000 97, 250, 000 102, 625, 000 
11, 100, 000 11, 650, 000 12, 150, 000 12, 675, 000 
13, 525, 000 v 14,075, 000 14, 450, 000 15, 000, 060 
2, 775, 000 2, 925, 000 3, 100, 000 3, 300, 000 
4, 025, 000 4, 225, 000 4, 325, 000 4, 450, 000 
26, 700, 000 28, 400, 000 30, 175, 000 32, 200, 000 
26, 725, 000 27, 375, 000 27, 850, 000 28, 400, 000 
4, 525, 000 4, 625, 000 4, 700, 000 4, 750, 000 
57, 950, 000 60, 100, 000 61, 850, 000 64, 275, 000 
29, 250, 000 30, 375, 000 31, 275, 000 32, 400, 000 
17, 250, 000 17, 625, 000 17, 900, 000 18, 250, 000 
13, 250, 000 13, 750, 000 14, 150, 000 14, 575, 000 
20, 475, 000 20, 700, 000 20, 750, 000 20, 850, 000 
22, 050, 000 22, 800, 000 23, 450, 000 24, 175, 000 
5, 825, 000 55, 925, 000 5, 950, 000 6, 000, 000 
19, 000, 000 19, 850, 000 20, 525, 000 21, 450, 000 
27, 050, 000 27, 625, 000 27, 925, 000 28, 450, 000 
DL Lh nbdddevcncovedbeeeasbownnt 51, 400, 000 53, 725, 000 55, 800, 000 58, 425, 000 
ic ic dinnntadinudbeiidiniiinion 21, 550, 000 22, 250, 000 22, 775, 000 23, 450, 000 
PE nescscconescececasstescecees 15, 625, 000 15, 725, 000 15, 700, 000 15, 600, 000 
I ai ch casddabendwbemibnanentis 24, 900, 000 25, 600, 000 26, 125, 000 26, 850, 000 
Montana. 4, 525, 000 4, 675, 000 4, 825, 000 5, 000, 000 
Nebraska. . . 8, 900, 000 9, 175, 000 9, 400, 000 9, 600, 000 
I ihc siti nacicnaahal iiladetanelteined 1, 750, 000 1, 900, 000 2, 050, 000 2, 200, 000 
i te casita nciaclan i 3, 425, 000 3, 500, 000 3, 575, 000 3, 675, 000 
ESR STE 33, 225, 000 34, 625, 000 35, 675, 000 37, 225, 000 
a ia ili i EE ces 6, 300, 000 6, 575, 000 6, 825, 000 7, 075, 000 
New York. __.- 90, 350, 000 93, 225, 000 95, 100, 000 98, 050, 000 
North Carolina. 31, 325, 000 31, 950, 000 32, 375, 000 32, 775, 000 
eR ei ee 4, 400, 000 4, 500, 000 4, 550, 000 4, 575, 000 
SEM, Sttiewescdesebhboadessokbhsiele 58, 650, 000 61, 150, 000 63, 275, 000 66, 075, 000 
RRR 13, 925, 000 14, 000, 000 14, 000, 000 13, 975, 000 
i i ae lh 11, 250, 000 11, 600, 000 11, 850, 000 12, 150, 000 
ee 64, 925, 000 66, 450, 000 67, 300, 000 68, 775, 000 
is ois nbd iabcendeda 4, 875, 000 5, 025, 000 5, 100, 000 5, 225, 000 
17, 925, 000 18, 350, 000 18, 600, 000 18, 825, 000 
4, 600, 000 4, 725, 000 4, 825, 000 4, 900, 000 
22, 900, 000 23, 250, 000 23, 350, 000 23, 725, 000 
63, 825, 000 66, 475, 000 68, 825, 000 71, 325, 000 
6, 425, 000 6, 675, 000 6, 875, 000 7, 125, 000 
2, 325, 000 2, 350, 000 2, 350, 000 2, 375, 000 
25, 450, 000 26, 275, 000 26, 875, 000 27, 600, 000 
17, 675, 000 18, 050, 000 18, 750, 000 19, 300, 000 
13, 175, 000 13, 125, 000 12, 925, 000 12, 775, 000 
24, 675, 000 25, 525, 000 26, 275, 000 27, 025, 000 
2, 175, 000 2, 250, 000 2, 300, 000 2, 350, 000 





' The projections of school-age population used in preparing this table were made by the U.S. Bureau of 
the Census. The series of projections of school-age population used in this table were made under the 
assumption that the 1950-57 pattern and level of net interstate migration for the age group (5-17 years) 
will continue throughout the projection period. 
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SCHOOL CONSTRUCTION 


The majority of the committee believes that construction needs vary 
from State to State and from school district to school district within 
each State. Therefore, the determination of how much of its allot. 
ment, if any, shall be expended for construction is assigned to the 
State educational agency. The guidelines in the bill require that 
allocation of funds for construction go to school districts having the 
greatest need. The bill defines the term ‘‘school facilities” so that 
funds under the school construction section may be expended to pur. 
chase instruction material other than textbooks. This is done to 
permit purchase of such things as audiovisual equipment films, film 
strips, and reference works for school libraries. 


TEACHERS’ SALARIES 


As in the case of construction, the bill leaves to the determination of 
the State education agency the amount, if any, of a State’s allotment 
which shall be expended for teachers’ salaries. Any portion so ex. 
pended, however, must be distributed within the following guidelines; 

1. One-half distributed to school districts on a per teacher basis, 
2. One-half distributed to school districts on an equalization 
basis. 
LABOR STANDARDS 


H.R. 22, as amended, contains a Davis-Bacon provision generally 
similar to that included in other bills authorizing the expenditure of 
Federal funds for construction. 


SECTION-BY-SECTION DESCRIPTION OF THE COMMITTEE AMENDMENT 
TO H.R. 22 


H.R. 22 is reported with an amendment which strikes out every- 
thing after the enacting clause and inserts in lieu thereof a new text. 
The following section-by-section description is of the provisions of the 
committee amendment, 


Section 1. Short title 

This section provides that the act may be cited as the “School 
Support Act of 1959.” 
Section 2. Findings and purpose of act 

This section contains the congressional findings and sets forth the 

urpose of the act which is to provide Federal financial support to 
fads meet the immediate problem of financing adequate school facili- 
ties and teachers’ salaries and thereby to strengthen our Nation’s 
educational system. 


Section 3. Authorization of appropriations 

This section authorizes the appropriation, for each of the 4 fiscal 
years in the period beginning on July 1, 1959, and ending June 30, 
1963, of an amount equal to the product of $25 times a number equal 
to the “school-age population” (a term defined in sec. 12 to mean the 
population between the ages of 5 and 17, inclusive) of all the States. 
Amounts appropriated under this section will remain available until 
expended. 
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The term “State” is defined in section 12 to mean a State, Hawaii, 
Puerto Rico, Guam, the Virgin Islands, American Samoa, and the 
District of Columbia. 


Section 4. Allotments to States 


Subsection (a) provides that the Commissioner of Education shall 
allot amounts appropriated under section 3 for any year among the 
States on the basis of their relative school-age populations, but with 
such adjustment, if any, in the allotment to each State as results 
from the application of section 8. 

Subsection (b) requires that the State education agency of each 
State which desires to receive an allotment under the act must specify 
annually to the Commissioner of Education the proportions of its 
State’s allotment that will be expended for construction of school 
facilities, and for teachers’ salaries. A State may use its allotment 
under the act for either, or both, of such purposes. 

Subsection (c) provides that, within 30 days after amounts appro- 
priated under section 3 becomes available for payment, the Commis- 
sioner of Education must pay to each State, which has complied with 
the requirements of subsection (b) for the year with respect to which 
such payment is to be made, the amount allotted to that State under 
subsection (a) as adjusted by the application of section 8. 

Subsection (d) provides that a State’s allotment under this section 
will remain available for 2 fiscal years following the fiscal year for 
which such allotment was made. Any State which has not received 
payment under subsection (c) of any allotment to it under this section 
must be paid such allotment, upon complying with subsection (b), at 
any time on or before the date on which the availability of such 
allotment terminates. 

Subsection (e) provides that any allotment which remains unpaid 
after the termination of its availability shall be reallotted and paid to 
the States which received allotments for the year with respect to 
which such unpaid allotment was made. Such reallotments must be 
proportionate to allotments under the act (after applying sec. 8) for 
the year with respect to which such unpaid allotment was made. 


Section 5. School construction portion 


This section requires that the State education agency of each State 
which desires to use a portion of its allotment for the construction of 
school facilities must certify to the Commissioner of Education that 
funds allocated within the State for this purpose will be (1) expended 
solely for the construction of school facilities in school districts in 
accordance with the act, and (2) so distributed that priority is given 
to school districts which have the greatest need for additional school 
facilities and which in terms of the economic resources available to 
them are least able to finance the cost thereof. 


Section 6. Teachers’ salary portion 


This section requires that the State education agency of each State 
which desires to use a portion of its allotment under the act for 
teachers’ salaries must certify to the Commissioner of Education that 
funds.allocated within the State for this purpose will be (1) distributed 
among its school districts to be used solely for teachers’ salaries, and 
@) divided into two equal parts, with one part distributed to school 

istricts within the State on the basis of the relative numbers of 
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teachers of such school districts, and the other part so distributed 
that priority is given to school districts which in terms of the economic 
resources available to them are least able to finance increased expend- 
itures for teachers’ salaries. 


Section 7. Certification by States 

This section provides that, upon receipt by a State, funds allotted 
under this act shall thereafter be deemed to be State funds to be 
distributed and expended in accordance with the act. The State 
education agency of each State which receives funds under the act 
must certify annually to the Commissioner that such funds have been 
so distributed and expended. 


Section 8. Maintenance of State and local financial support of schools 


This section provides that, after allotments have been made under 
the act for 2 fiscal years, the amount allotted to any State under 
section 4 for each succeeding fiscal year shall be reduced by the per- 
centage (if any) by which the State’s school effort index for such year 
is less than the national school effort index for such year. The total 
of such reductions will be reallotted among the States not subject to 
such reductions by proportionately increasing the amounts allotted 
to them under section 4 for such year. 

A State’s school effort index will be determined by dividing (1) 
the quotient obtained by dividing the total current expenditure of 
funds (other than funds received under the act) in the State for sup- 
port of public elementary and secondary education by the number of 
children in average daily attendance in such schools in such State, 
by (2) the personal income per “child of school age’’ (a term defined in 
sec. 12 to mean a child between the ages of 5 and 17, inclusive) for such 
State. The national school effort index would be computed in the 
same manner by substituting data for the continental United States 
and Hawaii in place of the data for a State. 

The State school effort index is deemed to be equal to the national 
school effort index in the case of (1) Puerto Rico, the Virgin Islands, 
Guam, American Samoa, and the District of Columbia, and (2) 
Alaska, but only if per capita income data for a full year is not avail- 
able for Alaska. 

The continental United States is defined for the purposes of section 
8 to exclude Alaska for the purpose of computing a national school 
effort index for any year with respect to which Alaska is deemed to 
have a school effort index equal to the national school effort index, 
and the District of Columbia. 


Section 9. Labor standards 

Under subsection (a), the State education agency of each State 
which receives funds under the act is required to give adequate 
assurance to the Commissioner of Education that prevailing wage 
rates (determined in accordance with the Davis-Bacon Act) will be 
paid to workers employed in constructing school facilities financed in 
whole or in part with such funds. Under subsection (b), the Secretary 
of Labor has certain duties with respect to labor standards specified 
in subsection (a). 


Section 10. Appropriation for administration 


This section authorizes necessary appropriations for administering 
the act. 
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Section 11. Assurance against Federal interference in schools 


This section provides that in the administration of the act no 
department, agency, officer, or employee of the United States shall 
exercise any direction, supervision, or control over policy determina- 
tion, personnel, curriculum, program of instruction, or the administra- 
tion and operation of any school or school system. 


Section 12. Definitions 

In this section the terms “Commissioner,” ‘State,’ “State educa- 
tion agency,’”’ “school district,” ‘school facilities,” “constructing,” 
“eonstruction,” “child of school age,” “school-age population,” 
“teacher,”’ and ‘teachers’ salaries” are defined for the purposes of the 
act. Most of these terms are self-explanatory or have been explained 
earlier in this section-by-section description. The following terms are 
noted, however, because they are not self-explanatory and are im- 

ortant in order to fully understand the committee amendment. 

The term ‘‘school facilities” is defined to mean classrooms and 
related facilities (including furniture, instructional materials other than 
textbooks, equipment, machinery, and utilities necessary or appro- 
priate for school purposes) for education which is provided by a school 
district for elementary or secondary education in the State involved, 
at public expense and under public supervision and direction; and 
interests in land (including site, grading, and improvement) on which 
such facilities are constructed. 

The terms ‘‘constructing” and “construction” are defined to mean 
the preparation of drawings and specifications for school facilities; 
erecting, building, acquiring, altering, remodeling, improving, or 
extending school facilities; and the inspection and supervision of the 
construction of school facilities. 








ADDITIONAL VIEWS 


H.R. 22, as amended, represents a new approach to the problem of 
Federal aid for public elementary and secondary schools. The bill, 
however, is based entirely on methods and techniques of providing 
aid which have previously been approved by the Congress and are 
demonstrably sound. 

Following concentration on school construction assistance durin 
the 84th and 85th Congresses, the committee this year has includall 
assistance for teachers’ salaries. This has been done because every 
study, governmental and nongovernmental, has stressed the urgent 
need for upgrading the quality of teaching in the Nation’s schools, 
Those of us responsible for this legislation could not, in all good 
conscience, continue to establish priorities between construction and 
salaries. Our judgment is supported by recommendations from many 
other sources, including the White House. 

The President’s Science Advisory Committee has recommended 
accelerated efforts “toward improving the economic and social status 
of teachers at all levels.” It suggests that the teachers need more 
time for “preparation and study in their chosen fields’—time not 
available to the many teachers forced by financial necessity to seek 
part-time outside employment. 

President Eisenhower himself, in releasing this report of his Science 
Advisory Committee, said: 


One subject discussed in the report warrants special 
emphasis—the importance of raising the standing of our 
teachers in their communities. Higher salaries are a first 
requirement * * *, 


Herbert A. Smith, president of the National Science Teachers’ 
Association, testifying before another committee of the House of 
Representatives, said that nearly 50 percent of the Nation’s high 
school teachers “should be replaced at the earliest opportunity” 
because they are unqualified. He cited low pay as a key reason for 
the lack of qualified science teachers. 

Secretary Arthur S. Flemming of the Department of Health, Edu- 
cation, and Welfare has described a program of doubling teacher 
salaries during the next 10 years as a reasonable national goal. 

The Rockefeller Brothers Fund Report on U.S. Educational Needs 
says: 

the root problem of the teaching profession remains financial. 
Salaries must be raised immediately and substantially. 


The chairman of the General Education Subcommittee has circu- 
larized each of the Governors of the 49 States and the Territory of 
Hawaii. He asked each Governor to give an appraisal of future 
problems in educational finance in his State. If one pattern may be 
seen in the answers received, it is that efforts will continue at State 
and local levels, but without outside help—help from the Federal 
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Government—the inercased effort will suceced in doing little more 
than maintaining status quo. 

Therefore we believe this new approach is justified. We believe 
the simplicity of H.R. 22, as amended, makes it a good bill. It goes 
to the very heart of the crisis in public education—the shortages of 
school facilities and qualified teachers. It provides an emergency 
program designed to support the efforts of school districts and States 
rapidly to raise educational opportunities and standards to levels 
required to meet the challenge that now confronts the American 
eople. 

F The Subcommittee on General Education, which handled this leg- 
islation, represents a composite of 21 years of study of the problems 
of education. This bill is as much the product of the experience and 
knowledge of the members as it is of the hearings conducted this year. 

H.R. 22, as amended, is designed to— 

1. Attack the twin shortages of classrooms and qualified 
teachers; 

2. Pinpoint need by relying upon determinations of those best 
equipped to make such decisions—local and State educational 
agencies; 

3. Provide equalization; 

4. Assure continuation of State and local expenditures at 
current high levels; 

5. Avoid complicated procedures which would require statu- 
tory and/or conaubatiensl deiaaie at State levels; and 

6. Protect and guard traditional State and local control of 
education. 

STATE AND LOCAL CONTROL 


In H.R. 22, as amended, we have given the tradition of State and 
local control of education three-way protection: 

(a) Procedures under the bill have been so simplified that no 
opportunity exists for the U.S. Office of Education to exercise any 
direction or coercion upon the State. 

(b) We have provided that once Federal funds reach the State 
levels, they are thereafter deemed to be State funds. 

(c) Despite the simplification of procedures and lack of oppor- 
tunity for Federal control, the section specifically disclaiming 
Federal control has been broadened so that additional assur- 
ances have been written into law. 

H.R. 22, as amended, not only contains a prohibition against 
Federal interference; it is an affirmative vote of confidence in the 
integrity and sound judgment of local school boards and State educa- 
tional agencies. 

We have resolved the problem of fiscal responsibility by turning 
to the oldest Federal aid to education program on the statute books— 
the land-grant college program enacted 97 years ago. H.R. 22, as 
amended, follows the time-tested land-grant college procedure by 
requiring annual certification by each State sincatinne agency that 

t funds have been expended according to provisions of the bill. 
thas worked. While constituting a new approach to aid for public 
elementary and secondary schools, we do not peioneer a new or radical 
departure in Federal fiscal control procedures. 
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Furthermore, experience has proved that local school boards are 
most prudent. A staff investigation conducted for the Appropriations 
Committee during 1956, seeking to determine whether school districtg 
under Public Law 815, were using Federal funds for elaborate frills 
reported : 


Most of the school facilities which have been financed with 
Federal assistance are not more elaborate than the minimum 
necessary for the conduct of the educational program which 

enerally prevails in the State wherein the school facility is 
ocated. * * * (Because) * * * school districts generally 
are constructing school facilities which are functional in 
design and relatively low in cost due to the needs of the 
school districts and the frugality of superintendents and 
school boards. 

PURPOSES 


By authorizing assistance for teachers’ salaries as well as for school 
construction, the bill departs from the pattern of legislation approved 
by the Committee on Education and Labor during the 84th and 85th 
Congresses. Use of Federal money to help pay teachers’ salaries, 
however, follows an accepted pattern. 

Under Public Law 874, Federal funds are used to pay not only 
teachers’ salaries but also to buy textbooks, pay busdrivers, janitors 
and for all other costs required to maintain and operate a school 
system. The longtime vocational education programs also authorize 
Federal support for teachers’ salaries. 

Investigations have shown that a tremendous effort has been made 
to provide adequate school facilities. The result is that many districts 
are heavily committed to retire construction bonds. Little tax rev- 
enue remains to adjust teacher salaries upward, or to hire teachers 
having standard certificates. This is particularly true in the rapidly 
growing “bedroom” communities where the initial need is for class- 
rooms. 

A bill limited to school construction, while going to part of the need, 
would provide no relief to the districts which have exhausted their 
resources to keep pace with classroom needs. A 4-year program of 
assistance for teachers’ salaries should lift such districts over an almost 
insurmountable initial obstacle. This should be particularly helpful 
to the suburban communities where we have seen development of 
supermarkets, shopping centers, branch stores, and other high revenue 
producing commercial property come along about 3 to 8 years after 
development. 

PINPOINTING NEED 


The school-age child basis for distribution of funds to the States, 
we believe, represents the fairest means of sending Federal funds 
where needed. The need follows the child. 

Testimony through the years has shown that needy districts exist 
within every State. We do not believe any individual or agency im 
Washington can possibly pinpoint the need among districts within 
the States, nor do we think any formula may be devised which can 
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do the task as well as it can be done by the educational agency of 
each State. 

We have set forth broad guidelines, and limited the use of funds to 
two purposes. These guidelines are based upon pinpointing the need. 
We believe only the State educational agency is qualified to make the 
necessary determinations to achieve this goal. 


EQUALIZATION 


The principle of equalization is inherently served in any general 
Federal aid program. ‘The Federal revenues are. obtained through 
the income tax, which is fundamentally based upon the ability to pay 
principle, and therefore is in itself an equalizer. 

The school-age child allocation basis also provides built-in equal- 
jzers. Census data show that those States having the least per capita 
wealth also have proportionately more children within the school-age 


group. 
MAINTENANCE OF EFFORT 


The purpose of H.R. 22, as amended, is to supplement rather than 
supplant State and local expenditures for education. We believe the 
effort index is the one way, and the simplest way, to assure continued 
hich State and local support for education. 

We believe the matching feature to which some are wedded to be 
unnecessary. Most State aid programs—a relatively new system for 
financing public education—are on a grant basis. This has not 
reduced the rate of expenditure by school districts; in fact such 
expenditures have increased. 


SIMPLICITY 


Perhaps the greatest departure from the pattern of school assistance 
legislation previously approved by the Committee on Education and 
Labor is in the simplicity of H.R. 22, as amended. 

The distribution formula is simple. The State educational agency 
informs, on the one hand, how it will apportion funds between con- 
struction and salaries and certifies, on the other, that it has spent the 
money according to the guidelines of the law. 

We have eliminated the need for extensive reporting and record- 
keeping at both State and Federal levels. In so doing we have re- 
duced the cost of administration of this law to a bare minimum. 

The U.S. Office of Education, under H.R. 22, as amended, is a con- 
duit. It may perform its functions, under this law, with the use of 
little more than a calculating machine. 

In the final analysis we believe we have a bill that meets every ob- 
jection heretofore raised against legislation of this type; yet a bill that 
will get the job done. 

CLEVELAND M. Balrtey. 
FRANK THOMPSON, Jr. 
Stewart L. Upau 
JOHN BraDEMAS. 








MINORITY VIEWS 


We, the undersigned minority of the committee, are strongl 
opposed to the passago of H.R. 22. We emphatically disagree wit 
the premises underlying this measure, which in our judgment are not 
in keeping with either sound public policy or the best interests of 
education in America. 

This bill (the so-called Murray-Metcalf bill) is an ominous piece 
of legislation not only for the American educational system but also 
for our Federal system of government. We know of no other bill 
in this Congress which would have such a far-reaching and deleterious 
effect upon our free society as H.R. 22 would have. 

I. It would inevitably, drastically, and irrevocably vitiate State 
and local responsibility for and control over public elementary and 
secondary education by shifting, on what would become a permanent 
basis, a major share of its cost to the Federal Government. Especially 
objectionable in this regard is the bill’s authorization of the use of 
Federal funds to pay teachers’ salaries. Enactment of this bill would 
reverse our long-established and sound principles of Federal-State 
relations—principles responsible for the continuing vitality of our 
Federal system of government. The fiscal capacity of our States and 
local communities is much greater than the majority has assumed. 

II. The bill represents a shocking disregard for fiscal responsibility 
and integrity. Its enactment would without a doubt strongly increase 
the danger of destructive inflation. We are amazed at the majority's 
apparent unconcern for this problem. A cost of $4.5 billion over 4 
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years and considerably in excess of $1 billion in each year thereafter | 


is not to be treated casually. 
Ill. The bill contains the potential of indefensible waste of the 


taxpayers’ money. Funds would be allotted among the States without | 
regard to relative need for Federal financial assistance. Once the | 


funds were allotted to the States there would be no assurance that 


they would be distributed within a State to school districts most in | 


need. These conscious omissions in H.R. 22, together with the lack 


of any requirement of State and local matching of Federal aid, enforce | 


our conviction that this bill means permanent Federal support for 
public education with Federal control that inevitably must follow. 
IV. Finally, the majority has ignored what is now being done by 


the Federal Government to assist education, and sound recommenda | 
tions for additional appropriate action now before the committee, | 


For the fiscal year 1960 the President’s budget includes an expendi 


ture estimate of $479 million for education, largely by the Department | 
of Health, Education, and Welfare alone. Many additional millions | 


will be expended for various educational purposes by the Department 
of Defense and other Federal agencies. The National Defense 
Education Act of 1958 is only now getting underway. In addition 
the President has proposed enactment of Settee authorizing aid 


Nm BOE En 


for construction of facilities not only for elementary and secondary | 
schools but also for colleges and universities. Thus the reporting of | 


this bill does a disservice to the cause of education by delaying such 


legislation and by inviting the States and local communities to post | 


pone additional efforts to meet their educational needs. 
14 
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FEDERAL-STATE-LOCAL RELATIONS AND RESPONSIBILITIES 


The fundamental principle of our Federal-State governmental 
organization is a division of authority and responsibility—not a sharing 
of every function by every type and level of government. Accordingly, 
under the United States Constitution, education is quite properly, 
we believe, a function of the States and local communities. It is this 
arrangement which has produced a strong, comprehensive, educational 
system, and nothing should be permitted to alter it so as to lead to 

ederal domination. 

Yet, in our judgment, it would be completely naive to assume that 
the Federal Government could provide a major share of educational 
funds without insisting that more and more controls be established 
over the spending of the money. Indeed, what justification can there 
be for vast Federal expenditures unless a definite product is purchased 
for the taxpayer? ‘To us it seems axiomatic that the greater the 
Federal financial involvement in education, the greater the Federal 
control, and increasing domination would be an insidious process 
that would not be recognized soon enough. 

Passage of the bill would set a bad precedent for Federal-State 

rograms through its failure to require that Federal funds be matched 
f State or local funds—and unless such matching were over and 
above current educational expenditures from State and local sources, 
its enactment would fail in its proposed purpose of either increasing 
facilities or quality of education. During the first 2 years of the 
program Federal funds could actually supplant State and local expendi- 
tures for education. Even after the second year Federal funds could 
continue to displace State and local funds in those States whose 
educational expenditures meet the national average. Any such dis- 
placement would, of course, lower the national average still further, 
thereby permitting additional displacement. By omitting any match- 
ing provision the sponsors of this bill reveal their real intent. Lack 
of such a provision obviously would result merely in a shifting of 
responsibility from the States to the Federal Government, with no 
assurance that the Federal expenditures would produce any better 
educational programs than we now have. As a practical matter 
such a shift in responsibility would tend only to perpetuate existing 
inequalities and inadequacies in education. 

A careful review of the facts regarding State-local performance in 
raising revenues and in increasing outlays for education raises serious 
doubts as to the necessity for any large-scale program of general 
Federal aid for public education. Data from the Bureau of the Census 
show that State and local revenues from 1946 to 1957 rose from $16 
billion to nearly $46 billion. This is nearly a threefold increase, a 
rate considerably exceeding the increase in our gross national product. 
Even more importantly, recent analyses indicate a serious fallacy in 
the argument developed during the depression that revenues from 
local property taxes (which support schools to a large extent) expand 
slowly as our economy grows. The fact is that these taxes in the last 
10 years have shown a surprisingly large increase in relation to our 
national income. 

School expenditures by the States and local educational authorities 
have likewise expanded much more rapidly than the growth in our 
national income or the growth of other State-local expenditure 
programs, 
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We find it impossible to understand why huge Federal expenditures 
should be necessary to subsidize the 1.3 million teachers in our publig 
schools. ‘Testimony before our committee revealed no reason why 
the Federal Government should undertake direct responsibility for 
providing adequate salaries for teachers. Quite logically, if we did 
accept such a responsibility, this would lead to Federal participation 
in decisions regarding the adequacy of teachers’ pay and, indeed, the 
adequacy of the teachers. 

The bill’s authorization of the general use of Federal funds to pay 
teachers’ salaries raises a whole host of basic questions as to what is 
sound public policy. It is clear that, once embarked on such a pro- 
gram, the Federal Government would be obligated not for the 4-year 

eriod of the bill, but indefinitely. ‘To stop at the end of 4 years would 

e impossible. Local school boards by then would be accustomed to 
receiving large Federal outlays and if these funds were withheld 
chaos would result. There would be hopeless confusion in connection 
with local school budgets and revenue programs, retirement and bene- 
fit plans, and salary schedules, many of which are now fixed by State 
laws. We believe that the majority of the committee, in acting as they 
did to report this bill, was aware of these far-reaching implications, 

Just where would the precedent set by this bill lead? Is there 
ultimately to be no local or State financial responsibility for public 
services? The Federal Government has boosted its share of all tax 
collections (Federal, State, and local) from one-fourth 25 years ago 
to three-fourths in recent years. This is the result partly of the 
assumption by the Federal Government of State and local responsi- 
bilities and partly of the cost of past and current national security, 
Federal responsibility for education could well push the Federal share 
of all taxes to 85 or 95 percent. This would turn the States into mere 
local administrative subdivisions of the Federal Government. 

The greater the amount of Federal aid going into our schools, not for 
specific educational objectives which are paramount to the national 
interest but for overall financing of teachers’ salaries, the less local 
school administrators would be dependent on their local boards of 
education, State legislatures, and communities. First the local school 
administrators and then the teachers themselves, who now number 
more than 1.3 million in the public schools alone, would leapfrog over 
their local boards and their State legislatures to the Nation’s Capital 
to present to the Congress, sitting as a single national school board, 
matters of local school administrative policy, including salary deter- 
minations, which clearly and legally are wholly within the jurisdiction 
of the local boards and legislatures. There can be no doubt that this 
would gradually but surely lead to whittling away State and local 
control over education. 


FISCAL IRRESPONSIBILITY 


Although the bill as reported is limited to a 4-year period at a cost 
of at least $4.5 billion, let there be no mistake about its intent. As 
originally introduced, the bill would authorize appropriations increas- 
ing from $1.1 billion in the first year of the program to $4.7 billion in 
the fourth year and for each year forever thereafter. This would 
entail a cost of $11.4 billion in the first 4 years alone. The program 
intended by the sponsors would run to a minimum of $87 billion m 
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the first 20 years, 2 vast Federai sum nearly equivalent to one-third 
the present Garfonibbtine national debt. 

The superior taxing power of the Federal Government is the crutch 
on which the proponents of this bill lean most heavily. Yet as every- 
one ought to know, these powers have been inadequate to meet even 
the Federal Government’s own expenditures in 23 of the past 30 years. 
The national debt has increased by $258 billion (from $18 billion to 
$276 billion) during this period, an average of $8.6 billion a year. 
Acceptance of major responsibility for education would foree the 
Federal Government either to boost its already high taxes or to expand 
the national debt, thus feeding the fires of inflation. The claim that 
school needs can be met and taxpayers spared a boost in taxes by 
shifting responsibility to the Federal Government is a snare and a 
delusion. bn the contrary, H.R. 22 if enacted would, by producing 
serious inflationary pressures, tend to undermine: our educationa 
system as well as other aspects of our national life. Inflation makes 
school construction far more costly, and it robs teachers of badly 
needed purchasing power. 


WASTE OF THE TAXPAYERS’ MONEY 


H.R. 22 contains not one of the time-tested provisions which would 
give at least minimal assurance of efficient and effective use of Federal 
moneys. 

The present bill has abandoned even the State plan requirement 
which has become a standard feature of existing grant-in-aid pro- 
grams. Through the State plan device the State itself sets forth the 

licies and procedures which will govern the expenditure of Federal 
unds. The only requirement in the subject bill, included in sections 
5 and 6, provides, in effect, that the State education agency in each 
State shall certify that the Federal funds will be expended for con- 
struction and teachers’ salaries. This borders on the ridiculous, since 
it is obvious that a State would have to have some kind of a plan for 
administration of the program. 

Also, no provision is made in sections 5 and 6 or elsewhere in the 
bill for any Federal review of the State educational agency’s intrastate 
distribution plan or of its administration of the plan. Nor is there 
any sanction whatever for failure of a State to develop a reasonable 
plan in the first place or to comply with it once developed. Hence, 
there is no assurance whatever to the Federal Government, Federal 
taxpayers, local school districts, or schoolchildren that the State will 
comply even with the minimum requirements set forth in the bill. 
There is not even any authority in any official to determine whether 
or not the Federal conditions are being complied with in any State. 
Surely the enactment of this bill, without any proper safeguards over 
the expenditure of Federal funds, would extend an open invitation to 
careless handling of the taxpayers’ money. 

The bill would authorize the allotment of funds among the States 
without any regard to a State’s need for Federal assistance. Funds 
are to be allocated simply on the basis of the number of school-age 
children. This, of course, would tend to perpetuate existing in- 
equalities of financial resources among the States. By ignoring need, 
it also negates a principle consistently enunciated by the President 
in his recommendations for Federal aid for education, 
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CURRENT FEDERAL ASSISTANCE AND WHAT SHOULD BE DONE 


In fiscal 1960 the Department of Health, Education, and Welfare, 
the National Science Foundation, and the Department of Interior 
alone are expected to spend $479 million for education from total] 
appropriations of $520 million, which represents about a doublin 
since fiscal 1954. We invite attention to the fact that the Nationa 
Defense Education Act of 1958 is about to enter its first full year of 
operation. In fact all its various assistance programs are not yet 
functioning in all the States. In our judgment, if there were any 
compelling reason at all for the Congress to give serious consideration 
to any multibillion-dollar proposal such as FLR. 22, and we are con- 
vinced there is not, now is not the time. We should all be devoting 
our efforts in this body toward making the Defense Education Act 
effective. Certainly until we get educational results from this im- 
portant measure, it is untimely and unnecessary to dangle further 
the delusion of H.R. 22 before the Nation. 

We are confident that the House of Representatives will reject it. 
Nevertheless, the action of the majority undoubtedly will lead local 
school boards, communities, and even State governments to expect 
that the bill might be enacted and that Federal funds will be forth- 
coming. The effects of these expectations will be extremely unfortu- 
nate. It would be a national chime if the delusions that these ex- 
pectations inevitably will bring should cause delay and inaction in 
meeting current educational needs. The efforts that States and 
communities have made and are making in support of public education 
must be maintained and further encouraged. 

Therefore, we believe this bill should be put aside without further 
fanfare and strongly urge that it not be enacted. 

Carro.tut D. Kearns, 
Crare E. Horrman. 

Jor Hott. 

Stuyvesant WAINWRIGHT. 
Prerer FRELINGHUYSEN, Jr. 
Wriiuram H. Ayres. 
Rosert P. Grirrin. 

JoHuNn A. LAForg, Jr. 
Epe@ar W. Hrestanp. 
Ausert H. Quiz. 





